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Art. III. — 1. A Cyclopcedia of Commerce and Commercial 
Navigation. Edited by J. Smith Homans, Corresponding 
Secretary of the Chamber of Commerce of the City of New 
York, and Editor of " The Bankers' Magazine " ; and by J. 
Smith Homans, Jr., B. S., Author of "An Historical and 
Statistical Account of the Foreign Commerce of the United 
States." Second Edition. New York : Harper and Broth- 
ers. 1859. 

2. Report on the Commercial Relations of the United States 
with all Foreign Nations. By Edmund Flagg, Superin- 
tendent. Prepared and printed under the direction of the 
Secretary of State, in accordance with Resolutions of the 
House of Representatives. 4 vols. Washington City. 1856, 
1857. 4to. 

3. Annual Report on the Foreign Commerce of the United 
States for the Year ending September 30, 1858 ; with a Let- 
ter of the Secretary of State to the Senate, dated February 5, 
1859, transmitting a Statement of the Commercial Relations 
of the United States with Foreign Nations. Washington. 
1859. 4to. pp. 661. 

4. The Annals of British Legislation. Edited by Leone Levi, 
Esq., F. S. A., F. S. S., &c, of Lincoln's Inn, Professor 
of the Principles and Practice of Commerce at King's 
College, London. Author of " Commercial Law of the 
World," " Manual of Mercantile Law," etc. Dedicated by 
special permission to H. R. H., the Prince Consort. London. 
1857, 1858. Published monthly. Royal 8vo. pp. 144 each 
number. 

5. A Dictionary of Trade-Products, Commercial, Manufac- 
turing, and Technical Terms; with a Definition of the 
Moneys, Weights, and Measures of all Countries, reduced 
to the British Standard. By P. L. Simmonds, F. R. G-. S., 
F. S. S. London. 1858. 12mo. pp. 422. 

6. An Historical and Statistical Account of the Foreign Com- 
merce of the United States, and of each State, for each Year, 
1820 - 1856 ; the Exports to and Imports from every Foreign 
Country, each Year, 1820 - 1856 ; Commerce of the Early 
Colonies; Origin and Early History of each State. By J. 
Smith Homans, Jr., B. S. 8vo. pp. 200. 



40 THE COMMERCE AND CURRENCY [Jan. 

The aim of the " Cyclopaedia of Commerce " is to present, in 
the first place, a view of the commerce of the United States ; 
and, secondly, the history and statistics of the great staple pro- 
ductions of the world. With this view the editors have given 
an elaborate history of the foreign commerce of all the import- 
ing and exporting States since the year 1821, showing the ag- 
gregate imports and exports of each year, together with the 
amount of transactions in bullion, and the registered and 
enrolled tonnage. They also show the aggregate commerce of 
the United States for each year with England, France, Russia, 
Spain, Portugal, Austria, Turkey, China, Brazil, and all other 
nations with which we have intercourse. This information 
has never before been published in so complete a form. On 
its first appearance we expressed our high sense of the merits 
of this work, both in itself considered, and as compared with 
other works of a similar character. "We are glad to announce 
the issue of a second edition, with recent statistics. Pre- 
fixed to this new edition is a map of the bay and harbor of 
New York, showing the soundings of Harlem River, East 
River, North River, Newark Bay, Raritan Bay, and New York 
Bay ; and sailing-directions for the various channels from the 
city to Sandy Hook. This map is the result of more than ten 
years' labor on the part of the officers of the United States 
Coast Survey, and has been prepared under the supervision of 
Professor A. D. Bache, Superintendent of this department. 

The late Secretary Marcy conferred a permanent benefit by 
the preparation of the four volumes entitled " Commercial 
Relations of the United States with all Foreign Nations." 
These four volumes contain a succinct account of the history, 
character, and extent of the commercial relations of our coun- 
try with about fifty foreign nations, together with their numer- 
ous dependencies, accompanied by nearly a thousand tabular 
statements, and followed by a summary of the commercial 
stipulations of all treaties between our own and other nations. 
The report for the year ending September 30, 1858, is a con- 
tinuation of this series. 

The objects and scope of the next work on our list are 
clearly shown by the title-page. It embraces much valuable 
information in a condensed form. Each subject is necessarily 
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treated of briefly, as there are upwards of twenty thousand in 
the volume. It contains many foreign names for trades and 
products ; but is especially a dictionary of substances or arti- 
cles manufactured, bought, sold, or dealt in, in the entire mer- 
cantile world. 

" The Annals of British Legislation " is a work published 
under the supervision of Professor Leone Levi of London, 
and the patronage of the British government. Its successive 
numbers contain the latest official intelligence relating to the 
finance, revenue, debt, expenditure, trade, etc. of the United 
Kingdom, and an abstract of all the Parliamentary papers 
bearing upon commerce. 

The remaining work on our list is an historical and statis- 
tical account of the " Foreign Commerce of the United States." 
This volume shows the foreign commerce of each State, with 
the aggregate exports to and imports from each foreign nation, 
from the year 1820 to 1856, and the foreign commerce of our 
own with every important maritime country in the world dur- 
ing the same period ; including a review of the progress of 
American commerce, and a preliminary sketch of the trade of 
the American Colonies. It presents also a summary of the 
present commercial condition of the country, its commerce 
with other countries, and the regulations respecting commer- 
cial intercourse, with a description of the principal ports and 
harbors in each country. 

Among the prominent features of our time is the rapid 
growth of commercial intercourse between the nations, and 
within each nation. Our own commerce, internal and ex- 
ternal, has gone on increasing, with occasional but only tem- 
porary interruptions, at a rate which has far surpassed the 
expectations of our fathers. Already, within eighty-four years, 
we have risen, from colonial dependence, to the position of 
the second, if not the first, among the nations in maritime 
tonnage. This wonderful progress is not confined to us. 
Other nations are advancing, not perhaps as rapidly, but 
none the less steadily, in the same direction. All are now 
brought within the great family-circle of intercourse and 
correspondence, the empires of China and Japan having at 
4* 
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length abandoned the system of exclusiveness which had been 
made sacred in their eyes by usages and precedents dating 
back thirty or more centuries. It is to the progress of com- 
mercial enterprise that we are indebted for the opportunity 
of extending the blessings of civilization to nearly one half 
of the human family, hitherto shrouded in superstition and 
ignorance ; for whatever may have been the development of 
the Asiatics, they have been so long stationary that we cannot 
assent to the theory, advanced among us very recently, that 
they have proved themselves intellectually the equals of the 
European races. We probably shall be disappointed in our 
expectations of speedy and cordial intercourse with the people 
of both the great Asiatic empires. But the work has been com- 
menced, and we shall in future ages, if not in the present, be 
enabled to enlighten those dark corners of the earth, with 
which our own territorial expansion has brought us into 
immediate intercourse on our "Western coast. 

This rapid growth of commerce in and between the nations 
is an event of no ordinary moment to us. Aside from the 
mere fact that we are one of the principal commercial powers, 
there are other considerations, growing out of our geographical 
position, which render it more interesting and important to us 
than to any other people. With Europe and Africa on one 
side of us, and Asia and Australasia on the other, every com- 
mercial movement tending to promote more intimate relation- 
ships among the nations must eventually be advantageous to 
us ; for the course of empire points to the ultimate establish- 
ment of the centre of the world's exchanges upon this conti- 
nent. Our far-stretching lines of coast and commodious har- 
bors invite the maritime fleets of both old worlds to load 
and unload and exchange here, in this half-way house, so 
convenient and economical for the general distribution of the 
commodities of every clime. Our own internal development, 
with railways and canals forming a network between centre 
and circumference, pointing to transit by steam overland 
between the two great oceans, and augmenting those facilities 
which nature had already secured to us in no stinted measure 
by means of navigable streams extending far into the interior, 
can hardly fail to aid in consummating, before many decades 
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have passed away, that concentration of commercial inter- 
course which promises to be witnessed on the American con- 
tinent. Hence it is that this progress which the nations are 
making in an exchange of commodities within themselves, 
or with each other, conveys to us tidings of a future full of 
great events. It speaks of large accessions of wealth, and 
power, and influence, as well as of serious responsibilities, 
anxieties, and cares, commensurate with the magnitude of the 
gifts, privileges, and honors to be conferred. It has never 
before been given to any people in any age to occupy so large 
a field as ours for maritime enterprise. In no other age have 
there been bestowed upon one nation so many millions of 
acres of fertile territory, so many thousand miles of coast on 
the two great oceans of the earth, so many spacious harbors, 
such unbounded stores of undeveloped material wealth. Never, 
in the whole history of mankind, have large gifts of this na- 
ture accrued to a people so well fitted as we are, by knowl- 
edge of the experience of many preceding ages, and by free- 
dom from the trammels of antiquated systems, to establish a 
basis for new and improved forms of civilization. We are one 
people, speak one language, worship one God, and cherish one 
form of government. We have a national history glowing 
with exalted patriotism. Our fathers have left us examples 
which equal, if they do not excel, any that have been be- 
queathed to mankind in previous ages by the most illustrious 
founders of states or nations. They exhibited a valor on the 
battle-field, a wisdom in council, a capacity for self-govern- 
ment, and a purity of conduct in all the relations of life, which 
have made them the admiration of the great and good of every 
nation. Our presidents and their respective cabinets will at 
least suffer nothing by comparison with an equal number of 
the best kings and the wisest counsellors in the history of con- 
temporary nations. Our people, selected from the best of 
the European races and transplanted to this fruitful region, 
have not shown any deterioration in physical vitality or intel- 
lectual power, but the contrary ; for in the older settlements, 
particularly New England, the average term of life exceeds 
that of the most favored localities of Old England, while the 
inventive powers displayed in our Patent-Office, the genius of 
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our poets, and the abilities of our statesmen, prove that the 
race has suffered no abatement of mental vigor by change of 
residence or climate. We have doubtless committed grave 
errors in the education of our children. We have, probably 
in too many instances, reared them like hot-house plants, or 
taxed the mental and dwarfed the bodily faculties to a ruinous 
degree. We have disregarded manly sports and womanly 
exercises, by which sounder minds might have been reared 
in healthier bodies. But we have not slaughtered our 
children by wholesale in factories, nor buried them alive in 
coal-pits. 

With the elements of greatness that we possess, in our geo- 
graphical position, our internal resources, our historical remi- 
niscences, our educational facilities, our form and system of 
government, and our physical and intellectual powers, what 
shall arrest the great work of making this favored land the 
commercial centre of the world ? Whence shall come the fatal 
stroke to destroy those energies, yet in vigorous action, which 
have brought us so far on the highway of national prosperity ? 
The evil genii, the canker-worm, and the slow poison that 
threaten us, are not to be found in other lands, nor in the 
reigning dynasties of kingdoms and empires. Our enemies 
are within our own borders. In the full confidence of youth- 
ful vigor, we neglect the teachings of experience, and it is 
only when the chastisements of the hard schoolmaster fall 
heavily upon us, that we consent to learn. 

The present century has already witnessed in the commer- 
cial nations the discovery and development of steam navigation 
on rivers, oceans, and canals ; land-transit by steam ; tele- 
graphing by electro-magnetism ; and a host of minor improve- 
ments tending to accelerate the progress of civilization ; while 
in the discovery of gold the demands of commerce for the 
means of a more general exchange of products between the 
nations have been supplied. Obviously the future is to witness 
a more general intercourse among the nations, and conse- 
quently a moral and political improvement in those countries 
which are to be brought into intimate commercial relations 
with the great maritime powers of the civilized world, by the 
irresistible attraction of self-interest. What principles of gov- 
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eminent, of morals, and of civilization are to triumph in 
these approaching revolutions, the history of the past — the 
history of those eventful periods which followed the full out- 
pouring of the precious metals upon Europe after the discov- 
ery of America — has long since told us. We need no inter- 
preter of annals so clear and explicit. Commerce is the lever 
of the world's progress. Governments may or may not seek 
its peaceful and humanizing influences, by granting it that 
free scope which is best adapted to promote the active employ- 
ment of every function in society. It matters little so far as 
the ultimate result is concerned; for man everywhere will 
soon find himself endowed with increased resources and en- 
ergies. 

It is the standing reproach of our commercial life, that it 
involves more intellectual suffering, from violent fluctuations 
and revulsions, than any other pursuit. With all our recu- 
perative powers, there is a vast waste of life among us as a peo- 
ple, growing out of our financial disasters. Witness the fact, 
stated to be derived from accurate statistics, that, " among one 
hundred merchants and traders, not more than three ever 
acquire independence." Add to this the other fact, also de- 
duced from trustworthy records, that commercial and financial 
revulsions produce excessive mortality among business men in 
maritime cities. Here we have the cause and the effect. Mean- 
while we have not the statistical data of the still severer calam- 
ities which ensue to widows and orphans. 

Surely there is some radical error in our system, else why 
these disastrous crises in the trading, commercial, and finan- 
cial affairs of the country, by which calamities are multiplied 
and misfortunes entailed ? Were we living in some volcanic 
region, where the earth in her violent convulsions overwhelms 
life and property in one common ruin, we should have at least 
the satisfaction of knowing the cause of the terrible misfor- 
tunes that from time to time befell us. But here, where all 
nature is propitious to life, health, and wealth, in the midst of 
plenty, blessed with peace, enjoying every bounty which a be- 
neficent Providence can bestow, and living under laws of our 
own making, to be suddenly and unexpectedly hurled into 
distress and misfortune, without stopping to inquire the cause 
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or to seek a remedy which shall, if possible, prevent a re- 
currence of such calamitous visitations, is neither creditable 
to our intelligence, nor just to those who are erelong to fill 
the responsible positions in society of which we are now the 
occupants. If these revulsions involved only the ruin of 
merchants and traders, then there wo\ild be less cause for 
state or national sympathy. But it is not so. We are all 
mutually dependent. No portion of the community, no sec- 
tion of the Union, can be plunged into affliction, without 
involving all other portions and sections of the great body 
politic. It becomes us all, then, to investigate earnestly the 
principles upon which we have established our mercantile and 
financial systems, to ascertain where the evil lies, if by any 
possibility we can find it. 

"We all know that labor is the foundation of wealth. Our 
strong arms, rugged frames, and active minds are the means 
which Providence has placed in our possession to obtain the 
necessaries and the luxuries of life ; and it is by labor, whether 
of the head or the hands, that the material wealth of society is 
produced, preserved, accumulated, distributed, or exchanged. 
If intelligence and industry be active, — if physical and men- 
tal ability be well and profitably employed, — wealth flows into 
and throughout the commonwealth in a steady and uniform 
stream. It is only when labor or productive industry is par- 
alyzed by famine or war, that a well-regulated system fails to 
secure an equitable distribution of wealth among an indus- 
trious and intelligent people, occupying a salubrious and fruit- 
ful region of the earth. If this distribution be defeated, and 
calamities arise, then there must be some grievous defect in 
the prevailing system. What is this defect ? In one of the 
publications under review, it is traced to our vicious system of 
banking, or currency. The revulsion of 1857 gave rise to 
prolonged discussions of the currency question, and in our 
number for January, 1858, we reproduced the views which 
had been published by " A Merchant of Boston," in his work 
on " Currency or Money." There were other writers pursuing 
the same line of investigation, not exactly in the same path, 
although guided by similar views of what constitutes a sound 
currency. By these writers opinions were promulgated that 
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attracted attention, particularly among persons in New York 
who had long been eminent for financial skill. Among the re- 
sults of this interest was a series of weekly meetings during 
the ensuing summer, in the Mercantile Library Rooms, attended 
not only by residents of New York, but also by gentlemen from 
Boston, Salem, Louisville, Lexington, and other cities. From 
these meetings emanated " A Report on the Currency," in which 
we have a clear and thorough exposition of the influence exerted 
upon the currency by bank deposits. Hon. George Opdyke, 
of New York, was chairman of the committee which made the 
report. The late Albert Gallatin explained the action of de- 
posits, in his work on the Currency and Banking, as early as 
1830. Lloyd Jones (now Lord Overstone) gave publicity to 
his views on the same subject about the year 1837. In this 
country there has always been a disposition to limit the power 
of discount by legislation. Yet the fact that an inflation of 
the currency may arise from irregularities in discount bank- 
ing, quite as disastrous in its tendencies as an inflation from 
excessive issues of a circulating paper medium, seems to have 
been either overlooked or ignored in the Bank Reform Act 
which Sir Robert Peel carried through Parliament in 1844. 

Next to the origin of wealth, the inquiry which most inter- 
ests us is with regard to the means used to distribute, with 
uniform equity, among all classes, the wealth which labor pro- 
duces, which means should be so regulated as to secure to 
labor such sure and liberal compensation as shall preserve its 
energies and satisfactorily reward its toil. Our machinery for 
this purpose is, it must be confessed, as full of defects and im- 
perfections as man himself; but we cannot afford to destroy 
it, for the whole fabric of society rests upon it, and our only 
hope is in regulating, repairing, improving, and adjusting its 
various portions with judicious care. The world recognizes 
only the precious metals as a common measure of value or 
price among nations, and in proportion as the quantity of this 
money in use is increased or diminished throughout the world, 
prices rise or fall, other things being in a normal condition. 
So in a state or nation, with an increase of money or currency 
prices rise ; with its decrease, they fall. If every nation could 
transact its business with a currency peculiar to itself, pieces 
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of soap might be used for money, as was the custom in Cali- 
fornia before the discovery of gold. But all nations being 
intimately associated in commercial relations, each is forced to 
use the precious metals in dealing or settling balances with 
every other. Hence it is that no civilized people is able to 
dispense with the metals in local or internal trade ; and al- 
though paper be used as a substitute, the quantity of metals 
in circulation determines finally the prices of all commodities, 
unless restrained by the power of the law or the customs of 
society. If law and custom consent to the use of paper money 
in a nation, that becomes as powerful in its influence upon 
home prices as actual money. With the increase or de- 
crease of paper money or currency, prices rise or fall in the 
same way that they would if the currency were increased or 
diminished by an equal volume of gold coin. But, in the case 
of coin, the measure of price can be increased only by labor, 
the producer of all wealth ; and in adding to the stock of coin, 
a nation augments its real capital. Paper money, on the con- 
trary, may be increased without labor or capital, and in its 
issue, as a measure of price, it creates price without value. 
In adding coin to the currency, we accumulate wealth ; by 
adding paper money to it, we create bankruptcy ; for, such 
currency being generally based in part upon coin, or profess 
ing to be redeemable in coin, when an adverse turn in the 
foreign exchanges calls for a withdrawal of a portion of the 
coin to settle balances of trade due to other nations, every 
dollar which the banks call in helps to undermine the basis of 
the prices of estates and chattels which had been relied upon 
for the payment of debts. It is the result of careful calcula- 
tion, that, in the present state of our monetary system, every 
dollar of paper issued or discounted upon as currency creates 
ten dollars of price without value ; and if this be the case, it 
is easy to account for the alarming fluctuations of prices 
which so often occur in our mercantile world. But if it be in 
the creation of price without value that the cause of our re- 
vulsions is to be sought, the recognition of this cause should 
be made to strike at the foundation of credit currencies ; for 
we take it to be a settled principle of good government, that 
legislation cannot permit the extension of an evil which tends 
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directly to the production of bankruptcy in every occupation 
of life ; and although we may not be able to effect a speedy 
cure, we can arrest the progress of the economical disease by 
the adoption of measures which shall confine it at least within 
its present limits, and thus prepare the way for the gradual 
application of sound remedies. 

Perhaps there is no interest more intimately connected with 
our monetary institutions, so far as they influence the measure 
of price, than that portion of our domestic industry which is 
engaged in the manufacture of commodities for home con- 
sumption or export, and which contributes so largely to our 
domestic and foreign commercial enterprises. If it be true 
that the volume of the currency determines the prices of com- 
modities, then it follows that a paper currency, which may be 
expanded ad libitum, can rapidly increase prices to an extent 
which may drive our manufactures' (because of the enhanced 
cost of production) out of both domestic and foreign markets. 
We are in direct competition with manufacturing communi- 
ties that have the protection of currencies which exert upon 
the cost of production an influence directly opposite to that 
which our system exerts. Their currency is uniform, upon a 
basis which nearly corresponds with the fluctuations that 
would take place if it were composed wholly of the precious 
metals ; ours, on the contrary, is subject to the most extraor- 
dinary contractions and expansions, which " make a lottery of 
all private property." Hence it has resulted that our home 
manufacturers, lacking that uniform measure of price so in- 
dispensable to permanent success in occupations which involve 
large investments of capital, have not been employed as profit- 
ably and advantageously as they might have been under a 
more stable currency. Commerce and agriculture share in 
the consequences, so far as their interests are identified with 
increased production and a uniformly prosperous condition of 
all sections of the Union. When we increase our prices above 
other nations, what we buy costs us our prices, while what we 
sell returns us only their low prices. We buy dear and sell 
cheap. There are natural causes always in operation to pro- 
duce fluctuations in prices, and these cannot be avoided. They 
may arise from variations in the crops, as well as from the 

vol. xc. — no. 186. 5 
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changes that occur in the volume of the precious metals. 
But when we add to these the influence of an artificial meas- 
ure of price, of great volume and vast power, we inflict griev- 
ous embarrassments upon all our interests. Among the rem- 
edies proposed by the New York report are the following : — 

" To recapitulate the measures recommended. They are, — 

" First. That the banking laws of this State be so amended that no 
bank shall hereafter be permitted to extend its loans, discounts, and 
other investments beyond an amount equal to the sum of its capital, 
half its capital and the specie in its vaults ; nor shall it be permitted to 
let its specie at any time fall below twenty per cent of its immediate 
liabilities, exclusive of its circulating notes. That banks hereafter to 
be organized under the banking laws of this State also be required, be- 
fore commencing business, to have their entire capital paid up in full in 
specie ; and that all banks be hereafter prohibited from making loans, 
either directly or indirectly, on their own stock. 

" Second. That all laws against usury be repealed. 

" Third. That the circulation of all bank-notes of a less denomina- 
tion than ten dollars be suppressed by means of a tax or stamp duty 
to be levied by Congress. 

"Fourth. That the government of the United States, through its 
different treasuries, receive gold from the people, and issue receipts or 
certificates of deposit therefor, in sums of not less than one hundred 
dollars. 

" These four measures constitute the system of reform your com- 
mittee venture to recommend. They have pointed out the necessity 
and propriety of each under the proper heads. They may here add 
their belief, that the adoption of the entire series would be likely to 
so elevate the character of our currency as to make it the best extant, 
instead of being about the worst, as it now unquestionably is. It would 
render our currency better than that of Great Britain, because the re- 
straints which she has placed upon her banks do not embrace deposits. 
Sir Robert Peel's bill has made this fatal omission, and is thus ren- 
dered of little practical value. Its limitation of the movements of 
the Bank of England applies only to the circulation, requiring all that 
is issued in excess of £14,000,000 to represent an equal amount of 
coin in its vaults ; but leaving it, and all other banks in the United 
Kingdom, including the private bankers and discount houses, free to 
transmute debt into currency, by loaning their credit to whatever ex- 
tent their inclination and ability may dictate. They had abused this 
privilege, prior to the crisis of last year, to a much greater extent than 
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even our own banks. In other words, their currency was much more 
inflated than ours. This assertion will surprise many, but it is, never- 
theless, strictly true. And had not the government wisely come for- 
ward and authorized the bank to violate its charter, by increasing its 
issues regardless of the specie in its vaults, and thus breaking the 
force of the reaction and panic before they reached their culminating 
point, as they were permitted to do here, the whole debtor class in 
that kingdom would have been involved in hopeless bankruptcy. As it 
was, they suffered more than we did. There were, perhaps, less of 
suspended debts there, but vastly more of actual insolvency. 

" The banking system of France is liable to the same objection. Its 
discounts are not subject to any legal restraints whatever, nor is its cir- 
culation as well guarded as that of the Bank of England. But the 
commerce of that nation was less seriously affected by the crisis than 
was that of Great Britain or the United States, because it is prose- 
cuted on the principle of cash payments or very short credits. 

" But to return to the measures of reform here recommended. Why 
should they not be adopted and moulded into laws ? Sound views of 
public policy and a due regard for the general welfare alike demand it. 
From what quarter may we anticipate objections ? Surely not from 
any well-managed bank, for the proposed measures will not lessen its 
average profits, while they will add greatly to the security of its busi- 
ness. And if well-grounded objections cannot come from this quarter, 
they cannot come at all, for their adoption would greatly benefit every 
other interest," 

The arguments by which these measures are supported em- 
brace an appeal to the general government, as having power 
over the whole question of the currency. This view of the con- 
stitutional power of government was entertained in our early 
history. But the power of the States to establish banks, and 
thus to create currency, has been sustained by the decisions of 
the United States courts. The views of the oommittee imply a 
doiibt of the constitutionality of these decisions. As to the sup- 
pression of small notes, of course no one State could do this ef- 
fectually, even within its own limits, so long as a neighboring 
State permitted their issue. As to the opening of the treasury 
to deposits of gold, this is doubtless within the power of the 
government ; its expediency, however, involves serious consid- 
erations. Of the other measures — a limitation of the bank dis- 
counts, and the requirement of a reserve of coin — the States 



52 THE COMMERCE AND CURRENCY [Jan. 

have cognizance. Inflation may still be effected through an 
increase of bank capital and circulation ; but the committee 
no doubt concluded that they had gone far enough for the 
present in their efforts toward reform. On the question of a 
repeal of the usury laws, it is justly observed, that, since they 
have been repealed by the principal commercial nations with 
which we hold intimate relations, we are liable to have our 
capital drained away from us whenever those nations please 
to offer a higher rate of interest than our banks are permitted 
to take ; and thus we may, in great emergencies, be forced to 
experience serious embarrassments from the operation of these 
laws. 

In framing the Constitution, it was unquestionably the in- 
tention to confer upon the general government full power over 
the current money of the Union. To regulate measures of 
capacity, time, and length, as well as standards of weight, is 
among the powers conferred upon every civilized government, 
and closely analogous to this power is the regulation of money 
or the measure of prices. The power of regulating the cur- 
rency has been exercised twice by the general government, in 
the establishment of national banks. And, in the absence of 
any regulating power, it is evident from past experience that 
we shall continue, as a nation, to suffer from the financial 
disease of alternate plethora and collapse, very much in the 
same way in which the human frame suffers from intermittent 
fever. 

In the national effort which we have made to obtain a reg- 
ulating power through the establishment by the government 
of an independent treasury system, we have to some extent 
been disappointed, not from defects in the working of the 
system itself, but from the unwillingness or neglect of the 
States, cities, and great corporations to extend the same prin- 
ciple to their own financial affairs, and thus to make it gen- 
eral. A financier in New York suggests that bullion banks be 
established by private capitalists in the principal mercantile 
cities. If such institutions should become the depositories of 
States, cities, savings banks, trust companies, executors, and 
trustees, a large amount of funds, now lodged in banks merely 
for safe-keeping, could no longer be used to swell the currency 
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through the instrumentality of discounts. We need not dwell 
upon the vast influence which the wide-extended application 
of this system would exert upon the currency. The mere 
suggestion of the idea as a practicable measure, which has 
been favorably received by many experienced merchants, who 
express their willingness to try the experiment, is full of ad- 
monition to every interest identified with existing systems of 
banking. May we not, then, appeal to the self-interest of the 
banks themselves, in behalf of sounder principles and more 
conservative management ? 

What the banks can do in this behalf we see evinced in 
the Bank of Mutual Redemption at Boston, and the Clearing- 
House at New York. These, we are aware, pretend to noth- 
ing more than the management of the exchanges, or the settle- 
ment of balances. But there is the germ of something more 
in the New York Clearing-House, which might be made to 
grow into a State or national self-regulating power, under the 
immediate direction and control of the banks themselves. At 
present, however, great and efficient as the management of the 
New York Clearing-House unquestionably is, the system is too 
feeble for the purpose of restraint and regulation. True, it 
governs inflation and contraction to a certain extent ; but the 
power of inflation in 1857 reached the point of suspension, 
and although a small number of conservative presidents could 
have gone out of the Clearing-House, and maintained specie 
payments through the whole crisis, they yielded, perhaps as 
much from sympathy with the misfortunes of others as from a 
conviction that the interests of the whole country would be 
sacrificed or placed in jeopardy if they did not make a sacri- 
fice of their own preferences. But the worst results of this 
suspension were prevented ; for the judges of the Supreme 
Court interfered, extra-judicially, and conveyed all the great 
interests of the Commonwealth safely away from the doom 
which the constitutional provision, that bank-suspension is 
legal death, had pronounced. If the judges had not inter- 
fered, as was justly remarked by a distinguished New York 
merchant, the property of the whole city would have passed 
into the hands of a few men. In fact, the State of New 
York was on the brink of revolution, when the judicial power, 
5* 



54 THE COMMERCE AND CURRENCY [Jan. 

flinging itself headlong under the wheels of the advancing 
Juggernaut of popular commotion, prevented the destruction 
of law and order, quelled the storm, and insured peace 
throughout the Commonwealth. The Legislature, meeting a 
few weeks after this event, passed rapidly through both houses, 
with a silence ominous of deep feeling, an act calling a con- 
vention to revise the Constitution. That act was submit- 
ted to the people in November, 1858, and rejected. This in- 
dorsement of the Constitution as it is by the highest authority 
of the State, leaves no room for cavil or delay. The duty of 
the New York banks is plain, and their true interests have 
doubtless been consulted by the authors of " A Report on the 
Currency." Other States must prepare to meet the question ; 
for if New York plants herself immovably on the basis of spe- 
cie payments, her controlling influence, from the magnitude 
of her business, will explode every paper inflation that is un- 
dertaken by neighboring States. But if New York were not 
about to reform, sound policy demands that each State, for the 
sake of its own best interests and the common weal, should 
endeavor to control that fluctuating measure of price which 
unsettles all occupations. 

This subject of the measure of price, which has also been 
brought forward in a message of Governor Banks, in our own 
State, we ask leave to elucidate still further. We will suppose 
the money of the country, in paper and specie, to be five hun- 
dred millions, and the assessed valuation or price of all prop- 
erty of every kind to be five thousand millions. The theory 
under consideration is, that, if we reduce the currency one 
half, we shall also reduce the valuation or price of all our 
property one half, and vice versa. Increasing currency or 
money increases prices or valuations of property ; and as paper 
money can be made and issxied without the outlay of capital 
and labor by which metallic money is produced, the paper 
money creates prices without producing any real values to 
represent such prices, and these factitious prices are cancelled 
in the revulsion which takes place when the precious metals 
become the only measure of price. This theory seems to find 
strong proof in the following statement, in round numbers, of 
the condition of all the banks in the Union. 
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1837. 1843. 1851. 1856. 

Loans and discounts, $525,000,000 $254,000,000 $413,000,000 $634,000,000 

Specie, 37,000,000 33,000,000 48,000,000 59,000,000 

Circulation, 149,000,000 58,000,000 155,000,000 195,000,000 

Deposits, 127,000,000 56,000,000 128,000,000 212,000,000 

Circulation and deposits, 286,000,000 114,000,000 283,000,000 407,000,000 

The New York Currency Committee assume the ability of 
the banks to create deposits as well as circulation by the power 
of discounting, and that committee also include in the volume 
of the currency, or measure of price, both deposits and circu- 
lation. That which had been generally accepted as true, half 
a century ago, was, that the measure of price consisted prin- 
cipally of the money circulating from hand to hand ; but in 
the case of institutions such as the New York banks, almost 
wholly banks of discount and deposit, the inscriptions of credit 
on their books, called deposits, are checked against, and thus 
circulated, nearly to their full extent, as if they were passing 
from hand to hand like bank-notes. Circulation has ceased to 
be a prominent object with the banks of that city, since book- 
credits are found to answer all the purposes of bank-notes. 

In 1843, as shown above, the circulation of all the banks 
had fallen ninety-one millions within six years, and the insol- 
vency which resulted from the coincident revulsion was re- 
turned by the United States Courts of Bankruptcy at about 
four hundred millions. We incline to the opinion, that, in 
endeavoring to arrive at a true estimate of what constitutes 
the real measure of prices for the whole country, without ques- 
tioning the correctness of the opinion which the currency com- 
mittee express as to the deposits of the New York city banks 
being currency, we ought not to add the entire amount of the 
deposits to the notes in circulation. Yet in the case of the 
revulsion of 1837, if every dollar of deposits and circulation 
cancelled had been represented by ten dollars of fall in prices, 
the whole reduction of prices throughout the Union would 
have been seventeen hundred and twenty millions, and this is 
probably nearer the actual fact than would be the estimate of 
seven hundred and ten millions deduced from the reduction 
of seventy-one millions in the circulation ; for if the Courts of 
Bankruptcy acted upon four hundred millions of insolvency, 
it is reasonable to estimate the universal reduction of prices 
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throughout the country at more than a thousand millions, 
there being a vast amount of insolvencies not passed upon 
by the tribunals. 

The cancelling of prices, from the revulsion of 1857, may be 
estimated at very much less than that from the revulsion of 
1837, as the former occurred at a time when prices were as- 
cending under the influence of augmented supplies of gold 
circulating among the people, this gold constituting a real 
measure, which prevented the destruction of the paper measure 
from exerting its whole power. During 1858 prices of many 
commodities fell at specie-paying localities about one third 
below the prices of 1857 ; and assuming this fall as a basis of 
calculation, if the banks in all sections had resumed specie 
payments with those of New York, the bank circulation would 
have sunk from one hundred and ninety millions in 1856, to 
one hundred and thirty millions in 1858, and the deposits from 
two hundred and twelve millions to one hundred and fifty-two 
millions. But the gold hoarded by the people, estimated at 
nearly two hundred millions, began to come from its hiding- 
places as soon as the panic subsided, and this process still con- 
tinues. Without it, reasoning from the data we have cited, 
the destruction of price, if all the banks had resumed specie 
payment together, would have been about thirteen hundred 
and sixty millions, and the coincident bankruptcies of large 
estates not less than three hundred and forty millions. With 
this process, and with continued supplies from California, the 
force of the revulsion has been much reduced, although the 
entire volume of bankruptcy, including estates both large and 
small, has been estimated at eight hundred millions, or a little 
less than one half the sum total of the destruction of price that 
occurred within the six years following the revulsion of 1837. 
Yet the intensity of mental suffering in some localities in 1857 
doubtless exceeded the distress that prevailed anywhere in 
1837. 

There being now an abundant supply of gold, prices are 
everywhere increasing, or, more correctly speaking, gold is 
falling in price. We have, therefore, a most favorable oppor- 
tunity to place our financial affairs upon a more enlarged 
metallic basis, and if those who have the power do not consent 
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to do this, there is an evident determination among the people 
to do it for themselves. Gold, it is true, cannot prevent re- 
vulsion, but being more uniform in its movements than mere 
paper, our interests would no doubt be greatly promoted by 
making it the regulator of our monetary systems. 



Art. IV. — Reports of the Commissioner of Indian Affairs, 
1855 — 1858, with Accompanying' Documents. 

The improvement of the Indian tribes in the territory of the 
United States is a subject which appeals at once to the philan- 
thropy and the statesmanship of the country. But the public 
mind slights it. We venture at this time to submit a few re- 
marks in regard to the civilization of the Indians, and hope 
that, if they are of any worth, they may seasonably result in 
some practical good. 

In the first place, it will be interesting to glance at the politi- 
cal condition of the Indians, our authority being the decisions 
of the Supreme Court of the United States and the opinions of 
the Attorneys-General. The Indian tribes are considered, not 
as foreign nations, but as domestic dependent nations. Chief 
Justice Marshall says of them : — 

" Their relation to the United States resembles that of a ward to his 
guardian. They look to our government for protection ; rely upon its 
kindness and its power ; appeal to it for relief to their wants ; and ad- 
dress the President as their Great Father. They and their country are 
considered by foreign nations, as well as by ourselves, as being so com- 
pletely under the sovereignty and dominion of the United States, that 
any attempt to acquire their lands, or to form a political connection with 
them, would be considered by all as an invasion of our territory, and an 
act of hostility." 

They have a possessory title to the lands they occupy, subject 
to the sovereign title existing in the government by right of 
discovery. But that title is considered as sacred as a title in 
fee simple, until it is extinguished by voluntary cession to the 
United States. Within their territory they can make laws for 



